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 Agency Financial Report (AFR) 

A Message from the Director of Administration 

Once again, the Denali Commission has opted to produce an alternative to the 
consolidated Performance and Accountability Report (PAR). The Denali Commission 
(Commission) Agency Financial Report (AFR) will soon be followed by our Annual 
Performance Report and our Summary of Performance and Financial Information. The 
Commission has chosen to participate in the FY 2009 Pilot pursuant to Circular A-136. We 
will soon add our FY 2009 Annual Performance Report and FY 2011 performance plan 
with our Congressional Budget Justification and will post it on the Commission’s website 
at www.denali.gov. In addition, the Commission will produce a “Summary of Performance 
and Financial Information” document and post it on the Commission’s website as well.   

There has been a lot of activity at the Commission this past fiscal year. Most notably, 
George J. Cannelos is no longer with the Commission effective October 3, 2009 when 
George’s appointment officially concluded. We bid George farewell at the close of FY09 
and we now await the official appointment of our next federal co-chair. I have been tasked 
with speaking on behalf of the Commission for this year’s AFR and am very excited to 
share our past year’s activities, accomplishments and future goals. You will find discussions 
in our financial section on some recent changes at the Commission, including changes to 
address some prior  material weaknesses and some important corrective actions. We are 
proud that our FY 2009 audit resulted in an unqualified opinion with no material 
weaknesses and no significant deficiencies. Additionally you will soon see a comprehensive 
assessment of our programs in our upcoming Annual Performance Report which will 
include program outcomes. 

While Alaskans continue to face many economic hardships, especially those in rural 
communities and remote villages, none has been more pressing than the recent energy 
crisis. Despite these severe challenges, we are excited to report our activities in rural energy 
last year. The Commission allocated over $10 million towards scientific research, emerging 
energy technology, alternative and renewable energy projects, and energy efficiency 
programs. These projects focus on innovation and collaboration, and are implemented 
through strategic partnerships with the State of Alaska, the University of Alaska, the U.S. 
Department of Energy, the power industry, tribes and local government. The Commission 
is a leader in the innovative development of alternative-renewable energy sources in the 
state of Alaska. We believe that these initiatives will not only promote energy independence 
in some of the nation’s harshest environments, but will also drive economic growth, build 
sustaining communities and improve quality of life. 

Congress created the Denali Commission 11 years ago with a vision to deliver services of 
the federal government in the most cost-effective manner. The Commission has been 

Director of Administration  
Corrine E. Eilo  
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Message from the Director of Administration (continued) 

charged to move quickly and tackle systemic issues of rural poverty. The Commission’s infrastructure projects proceed 
in an efficient, transparent manner with the involvement of the people they serve. 

The Commission plays a key role in coordinating the myriad of federal, state and tribal programs that affect rural 
Alaska. Through workgroups and advisory committees, we work effectively to leverage dollars, produce meaningful 
outcomes, and deliver innovative and sustainable projects. 

As a convener and coordinator, in 2009 we established the Alaska Clearinghouse to inform the public on the 
opportunities within the American Recovery and Reinvestment Act (ARRA). This effort has won praise from all 
sectors and helped Alaskans secure funding for deserving projects which promote economic recovery.   

The Commission has funded over 1,900 projects with program areas including energy, healthcare facilities, 
transportation, training, economic development, community multi-use facilities, teacher housing, public broadcasting, 
and government coordination. There is an urgent need to continue providing this basic infrastructure for the state of 
Alaska.  

In addition to our numerous program accomplishments, the Commission has also worked very hard to improve and 
enhance our program delivery in house. On October 1, 2009 the Commission implemented the Financial Line of 
Business through the U.S. Treasury, Bureau of Public Debt. This significant change has already enhanced controls 
over financial reporting and provided Federal Managers’ Financial Integrity Act compliance. Also the Commission, 
in accordance with the National Institute of Standards and Technology (NIST) under the Federal Information 
Security Management Act (FISMA) of 2002, has completed all requirements for 2009 security certification and 
accreditation of information systems supporting the agency’s mission. Implementation of these types of important 
procedures enhances the Commission’s program delivery and strengthens Commission grants management practices. 

The Denali Commission continues to improve access to healthcare for rural Alaskans, provide greater 
environmental safeguards around fuel storage, improve efficient power generation systems, enhance transportation 
needs in rural communities and provide a better-trained workforce. We continue to address the disparities in the 
social and economic conditions of rural Alaska. We still have much to accomplish, but I hope you recognize the 
accomplishments thus far in our PAR Pilot report. 

Sincerely, 
 
 
 

Corrine E. Eilo 
Director of Administration 
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Management Discussion and Analysis 
 

Overview of the Denali Commission 

In 1998, national attention was fo-
cused on the immense infrastructure 
and economic challenges faced by ru-
ral Alaskan communities by passing 
the Denali Commission Act.  The Act 
became law on October 21, 1998 (Title 
III of Public Law 105-277, 42 USC 
3121). 

The Denali Commission 
(Commission) is an independent fed-
eral agency that acts as a regional com-
mission focusing on the basic infra-
structure needs of rural Alaska. Work-
ing as a federal-state-local partnership, 
the Commission provides critical utili-
ties, infrastructure and support for 
economic development in Alaska by 
delivering federal services in the most 
cost-effective manner possible. By cre-
ating the Commission, Congress intended for those involved in addressing the unique infrastructure and economic 
challenges faced by America’s most remote communities to work together in new ways to make a lasting difference. 

Purpose: 

 To deliver the services of the federal government in the most cost-effective manner practicable by reducing admin-
istrative and overhead costs. 

 To provide job training and other economic development services in rural communities, particularly distressed 
communities (many of which have a rate of unemployment that exceeds 50%). 

 To promote rural development and provide power generation and transmission facilities, modern communication 
systems, bulk fuel storage tanks, and other infrastructure needs. 

 

Commissioners: 
(Seated Left to Right) -Kathie Wasserman, Executive Director - Alaska Municipal League, George J. 
Cannelos, Former Federal Co-Chair and Karen Rehfeld, State Co-Chair, Director of the Office 
of Management & Budget - State of Alaska   
(Standing Left to Right) - Julie Kitka, President - Alaska Federation of Natives, Vince Beltrami, Execu-
tive President - Alaska AFL-CIO, Karen Perdue, Associate Vice-President for Health - Uni-
versity of Alaska, and John MacKinnon, Executive Director - Associated General Contrac-
tors of Alaska 
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Management Discussion and Analysis 
 

The Commission Act required that seven leading Alaskan policy makers form a team as the Denali Commission: 

 Federal Co-Chair appointed by the U.S. Secretary of Commerce 

 State Co-Chair who is the Governor of Alaska 

 Executive President of the Alaska, American Federation of Labor and Congress of Industrial Organizations 

 President of the Alaska Federa-
tion of Natives 

 President of the Alaska Municipal 
League 

 President of the Associated Gen-
eral Contractors of Alaska 

 President of the University of 
Alaska 

Commissioners meet at least twice a year to 
develop and monitor annual work plans that 
guide its activities.  Commissioners draw upon 
community-based comprehensive plans as 
well as comments from individuals, organiza-
tions and partners to guide funding decisions.  
This approach helps provide basic services in 
the most cost-effective manner by moving the 
problem solving resources closer to the peo-
ple best able to implement solutions. 

The Commission is staffed by a small number 
of employees, together with additional per-
sonnel from partner organizations.  The Com-
mission relies upon a special network of fed-
eral, state, local, tribal and other organizations 
to successfully carry out its mission. 
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Management Discussion and Analysis 
 

Work Plan 

The Denali Commission Act outlines specific duties of the Commis-
sion primarily focused upon the development and implementation of 
an annual work plan. The Commission must develop an annual pro-
posed work plan that solicits project proposals from local govern-
ments and other entities and organizations; and provides for a com-
prehensive work plan for rural and infrastructure development and 
necessary job training in the areas covered under the work plan.  

This proposed plan is submitted to the Federal Co-Chair for review 
who then publishes the work plan in the Federal Register, with notice 
and a 30 day opportunity for public comment.  

The Federal Co-Chair takes into consideration the information, 
views, and comments received from interested parties through the 
public review and comment process, and consults with appropriate 
Federal officials in Alaska including but not limited to Bureau of Indian Affairs, the Department of 
Housing and Urban Development, Economic Development Administration, and USDA Rural Develop-
ment. 

The Federal Co-Chair then provides the plan to the Secretary of Commerce who issues the Commission 
a notice of approval, disapproval, or partial approval of the plan.  
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Management Discussion and Analysis 
 
 

Vision, Mission and Organizational Structure 

Vision 

Alaska will have a healthy, well-trained 
labor force working in a diversified and 
sustainable economy that is supported by 
a fully developed and well-maintained 
infrastructure. 

Mission 

The Denali Commission will partner with 
tribal, federal, state, and local govern-
ments and collaborate with all Alaskans to 
improve the effectiveness and efficiency 
of government services, to develop a well-
trained labor force employed in a diversi-
fied and sustainable economy, and to 
build and ensure the operation and main-
tenance of Alaska’s basic infrastructure. 
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Management Discussion and Analysis 
 

Summary of Performance 

The Fiscal Year 2009 (FY09) Work Plan was developed 
based on the appropriations approved by Congress for 
FY09. (See Work Plan Appendix for the Denali Commis-
sion’s complete Work Plan document.) The Commission 
has historically received several federal funding sources.  

In FY09 no project specific earmarks were provided in 
any appropriations to the Commission. The Energy and 
Water Appropriations (commonly referred to as Com-
mission base funding) are eligible for use in all programs, 
but has historically been used substantively to fund the 
Energy Program. The Energy Policy Act of 2005 estab-
lished new authorities for the Commission’s Energy Pro-

gram, with an emphasis on renewable and alternative en-
ergy projects. No new funding accompanied the Energy 
Policy Act, and prior fiscal year Congressional direction 
has indicated that the Commission should fund renew-
able and alternative Energy Program activities from the 
available base appropriation. 

All other appropriations outlined may be used only for 
the specific program area and may not be used across 
programs. For example, the U.S. Health Resources and 
Services Administration (HRSA) funding, which is appro-
priated for the Health Facilities Program, may not be 
moved to the Economic Development Program. The 
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figures appearing in the funding sources table include an 
administrative deduction of 5%, which constitutes the 
Commission’s 5% overhead. A comprehensive discussion 
of all FY2009 program activities will  be discussed in the 
Commission’s Annual Performance Report. This report 
will include a history of the major programs, significant 
program outcomes and a funding history for each pro-
gram area. The Commission funded the following pro-
gram areas in FY09: 

 

Energy Program 

 Bulk-Fuel Storage 

 Community Power Generation and Distribution System 
Upgrades 

 Agency Financial Report (AFR) 
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 Energy Cost Reduction Projects 

 Renewable and Alternative Energy 

 Power Line Interties 

 

Gambell, Bulk Fuel 

Unalakleet,  
Wind Turbine 

Unalakleet Bulk Fuel 

Chignik Bay, Sub-Regional Clinic 
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Management Discussion and Analysis 
 

Health Facilities Program 

 Primary Care Facilities 

 Behavioral Health Facilities 

 Elder Housing/Assisted Liv-
ing Facilities 

 Primary Care in Hospitals 

 

Transportation Program 

 Local Roads, Boardwalks 

 ATV Roads 

 Community Connection and 

 Economic Development Roads 

 Regional Ports and 

 Local Small Boat Harbors 

 Barge Landings 

 

 

Training Program 

 Allied Health Professions 

 Construction Trades 

 Facility Operations and Maintenance 

 Administration of Public Infrastructure 

 Youth Initiatives 

 

Economic Development Program 

 Mini-grants 

 Business Financial Assistance 

 Business Technical Assistance 

 Essential Community Mapping 

 

 

 

 

Port St. Nicholas Road, Craig 
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Management Discussion and Analysis 
 

Other:  

 Teacher Housing 

 Solid Waste 

 Multi-Use Facilities 

 Washeteria 

 Public Broadcasting 

 

Government Coordination  

 Alaska Clearinghouse 

 Planning Workgroup 

 MOU Partners  

 Buckland Workgroup  

Teacher Housing, Scammon Bay 
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Management Discussion and Analysis 
 

Financial Performance Overview  

As of September 30, 2009 the financial condition of the Denali Commission was sound with respect to having suffi-
cient funds to meet program needs and adequate control of these funds in place to ensure obligations did not exceed 
budget authority. Agency audits are conducted in accordance with auditing standards generally accepted in the United 
States of America, OMB Bulletin 07-04 (Audit Requirements for Federal Financial Statements) and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 

Sources of Funds 

The Denali Commission is funded through several appropriations. Primary is the Energy and Water Appropriation. In 
FY 2009, the US Department of Agriculture transmitted funds by appropriation transfer for solid waste program activi-
ties. Both of these sources are direct budget authority; funds are available until expended.  
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Management Discussion and Analysis 
 

Denali Commission gained spending authority through expenditure transfers from three agencies, with the following 
appropriation limitations:   

 The USDA (Rural Utilities Service). (No-year appropriation) 

The Federal Transportation Administration. (No-year appropriation) 

 The Department of Health and Human Services. (Annual appropriation) 

 The Department of Labor (Annual appropriation, with a July through June program year) 

Finally, Denali Commission is the recipient of a portion of the interest earned on the trust fund for the Trans-Alaska 
Pipeline Liability fund. In FY 2009, $7.3 million was transferred to Denali Commission to assist in efforts to make bulk 
fuel tanks in Alaska EPA code-compliant. 

 

 

 

In FY 2009, Denali Commission’s total budget authority was $112.3 million which includes $63.1 million from prior 
year appropriations was available to obligate in FY 2009. 

Contract Authority from the US Department of Transportation, Federal Highway Administration (FHWA) in the 
amount of $23.5 million was transferred to the Commission in FY 2009. These funds are held in a joint account with 
the US DOT, and they are included in the US DOT’s financial statements. 

Uses of Funds by Function 

The Denali Commission incurred obligations of $89.9 million in FY 2009 for program operations. An additional $5.8 
million was obligated for administration (including personnel, office lease and office operations). 

Unobligated funds in the amount of $16.6 million were carried forward, for obligation in FY 2010. 

FY 09 Budgetary Authority   

Appropriations Received $19,113,272 

Offsetting Collections 29,621,787 

Nonexpenditure Transfers 434,000 

Total Budget Authority $49,169,059 
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Management Discussion and Analysis 
 

 Financial Statement Highlights  

The Denali Commission’s financial statements summarize the financial activity and financial position of the agency. The 
financial statements, footnotes, and the balance of the required supplementary information appear in the Financial Sec-
tion of this document. 

Limitations of the Financial Statements 

The principal financial statements have been prepared to report the financial position and results of operations of the 
entity, pursuant to the requirements of 31 USC 3515 (b).  While the statements have been prepared from the books and 
records of the entity in accordance with GAAP for Federal entities and the format prescribed by OMB, the statements 
are in addition to the financial reports used to monitor and control budgetary resources which are prepared from the 
same books and records. 

The statements should be read with the realization that they are for a component of the US Government, a sovereign 
entity. 

Balance Sheet 

Assets 

The Commission’s assets were $174.1 million as of September 30, 2009.  This is a decrease of $43.7 million from the 
end of FY 2008.  The assets reported in the Denali Commission’s balance sheet are summarized in the accompanying 
table. 

 

 

 

 

ASSET SUMMARY (in millions)     

 FY 2009 FY 2008 

Fund balance with Treasury $174.1 $216.1 

Other assets 0 1.8 

     Total assets $174.1 $217.9 
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Management Discussion and Analysis 
 

Liabilities 

The Denali Commission’s liabilities were $18.5 million as of September 30, 2009, an increase of $1.4 million from the 
end of FY 2008.  This increase is a direct result of a more accurate grant accrual methodology. 

 

 

 

Net Position 

The difference between total assets and total liabilities, net position, was $155.7 million as of September 30, 2009.  This 
is a decrease of $45.1 million from the FY 2008 year-end balance.   

 

 

 

 

 

 

LIABILITIES SUMMARY (in millions)     

  FY 2009 FY 2008 

Accounts payable, intragovernmental $0.08 $0 

Other intragovernmental liabilities 0.01 .78 

Accounts payable, public 0.10 0.03 

Other public liabilities 18.29 16.25 

     Total liabilities $18.48 $17.06 

NET POSITION SUMMARY (in millions)     

  FY 2009 FY 2008 

     Total Net Position $155.7 $200.8 
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Management Discussion and Analysis 
 

Statement of Net Cost 

The Statement of Net Cost reports the cost of conducting the Denali Commission programs during the reporting pe-
riod.  The accompanying table displays the net cost for FY 2009 and 2008. These costs consist of $4.4 million of in-
tragovernmental costs; and $89.9 million in direct costs.   

 

 

 

Statement of Changes in Net Position 

The Net Position for the year ended September 30, 2009 is $155.7 million, a decrease of $45.1 million over FY 2008.  
This decrease is primarily due to a reduction in funding in FY 2009. 

Statement of Budgetary Resources 

The Statement of Budgetary Resources shows what budget authority the Denali Commission possesses and compares 
the status of that budget authority.  The Commission had $112.3 million in total budgetary resources for FY 2009 – 
comprised of direct appropriations, expenditure transfers from other federal agencies, and an unobligated balance avail-
able from FY 2008.  During the fiscal year, $89.9 million was obligated for program purposes; $5.8 was obligated and 
expended on administrative functions; $16.6 million in funds were carried forward, and will be available for obligation 
in FY 2010.  Net outlays in FY 2009 amounted to $64.4 million. 

Reconciliation of Net Cost of Operations to Budget 

The Reconciliation provided ensures that the proprietary and budgetary accounts in the financial management system 
are in balance. The Reconciliation takes budgetary obligations of $95.7 million and reconciles to the net cost of opera-
tions of $94.4 million by deducting non budgetary resources, costs not requiring resources, and financing sources yet to 
be provided. 

NET COST (in millions)     

  FY 2009 FY 2008 

Program costs $94.4 $119.2 

Less: earned revenue 0 0 

     Net Costs of Operations $94.4 $119.2 
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Systems, Controls and Legal Compliance  

Management Assurances 

Federal Managers’ Financial Integrity Act (FMFIA) 

The FMFIA (or the Integrity Act) provides the statutory basis for management’s responsibility for and assessment of 
accounting and administrative internal controls.  Such controls include program, operational, and administrative areas, 
as well as accounting and financial management.  The FMFIA requires federal agencies to establish controls that rea-
sonably ensure that obligations and costs are in compliance with applicable laws; funds, property, and other assets are 
safeguarded against waste, loss, unauthorized use, or misappropriation; and revenues and expenditures are properly re-
corded and accounted for to maintain accountability over the assets.  The FMFIA also requires the agency head to an-
nually assess and report on the effectiveness of internal controls that protect the integrity of federal program and 
whether financial management systems conform to related requirements. 

FMFIA Statement of Assurance 

The Denali Commission management is responsible for establishing and maintaining effective internal control and fi-
nancial management systems that meet the objectives of the Federal Managers’ Financial Integrity Act (FMFIA). I am 
able to provide an unqualified statement of assurance that the Denali Commission internal controls and financial man-
agement systems meet the objectives of FMFIA. The Commission’s internal controls provide for effective and efficient 
program operations, reliable financial reporting, and compliance with laws and regulations.  The Denali Commission 
conducted its assessment of the effectiveness of the Commission’s internal control over the effectiveness and efficiency 
of operations and compliance with applicable laws and regulations in accordance with OMB Circular A-123, Manage-
ment’s Responsibility for Internal Control. Based on the results of this evaluation, the Denali Commission can provide rea-
sonable assurance that its internal control over the effectiveness and efficiency of operations and compliance with appli-
cable laws and regulations as of September 30, 2009, was operating effectively and no material weaknesses were found 
in the design or operation of the internal controls.  

Corrine E. Eilo 
 
 
 

Director of Administration 
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Management Discussion and Analysis 
 

Federal Financial Management Improvement Act 

The Federal Financial Management Improvement Act (FFMIA) is designed to improve financial and program manag-
ers’ accountability, provide better information for decision-making, and improve the efficiency and effectiveness of fed-
eral programs.  The FFMIA requires agencies to have financial management systems that substantially comply with the 
federal financial management systems requirements, applicable federal accounting standards, and the US Standard Gen-
eral Ledger at the transaction level. 

FFMIA Compliance Determination 

The Commission is responsible for maintaining its financial management system in compliance with government-wide 
requirements.  These requirements are set forth in OMB Circular A-127 and are mandated in the Federal Financial 
Management Improvement Act (FFMIA).  The Commission can attest that the system is substantially compliant with 
FFMIA.  
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 Summary of Material Weaknesses, Non-Conformances and Corrective Action Plans  

Material Weakness, Non-Conformance and Corrective Actions 

For FY 2009, the Commission received an unqualified opinion in its annual financial audit. The results of this audit also 
found no material weaknesses and no significant deficiencies. The auditor stated that the financial statements are pre-
sented fairly, in all material respects, in conformity with U.S. generally accepted accounting principles; that the Commis-
sion had effective internal control over financial reporting (including safeguarding assets) and compliance with laws and 
regulations, along with no reportable noncompliance with laws and regulations with the items that were tested. The FY 
2008 financial audit report contained four findings, three categorized as material weaknesses and one as a significant weak-
ness.  The three material weaknesses were Restatement of FY 2007 Financial Statements; Controls over financial reporting; 
and the Federal Managers’ Financial Integrity Act compliance and reporting.  The one significant weakness was Information 
Technology.  All four findings were based on a consolidation of individual deficiencies that have been addressed by manage-
ment. The applicable recommendations have been satisfied by the implementation of the Financial Line of Business through 
US Treasury, Bureau of Public Debt, at the beginning of FY 2010.  Progress on the one prior year finding of lack of grants 
management procedures was noted in the FY 2008 audit report.  The Denali Commission received no audit opinion on its 
FY 2008 financial statements.  

Financial Management Trends 

The Denali Commission has been strengthening its grants management practices over the past several years.  Quarterly 
financial status reports have encouraged improved cash management on the part of grant recipients.  All grant partners are 
now receiving reimbursement payments rather than advances, a move that has simplified accounting while still delivering the 

resources necessary to get the project done timely.  As a small agency, the Denali Commission values partnership and 
collaboration.  Commission leadership understands and appreciates the vision and goals of the Financial Management Line of 
Business (FMLOB) initiative – to improve the cost, quality and performance of financial management systems by 
implementing shared services solutions. The agency has implemented a FMLOB, through the US Treasury, Bureau of Public 
Debt, as of October 1, 2009. 

Improper Payments Information Act (IPIA) 

The Improper Payments Information Act (IPIA) requires executive branch agencies to review all programs and activi-
ties they administer and identify those that may be susceptible to significant improper payments.  Significant improper 
payments are defined by OMB as annual improper payments in a program exceeding both 2.5 percent of program pay-
ments and $10 million. 
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Management Discussion and Analysis 
 

In accordance with IPIA, the Commission assessed its programs and activities for susceptibility to significant improper 
payments.  Based on this review, the Commission determined that none of its programs or activities is at risk for signifi-
cant improper payments of both 2.5 percent and $10 million. 
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